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INDEPENDENT AUDITOR'S REPORT

Members of the Council
City of the Village of Clarkston
Oak land County, Michigan

We have audited the accompanying financial statements of the governmental activities, the business-
type activities, each major fund, and the aggregate remaining fund information of the City of the Village of
Clarkston, Michigan as of and for the year ended June 30, 2008, which collectively comprise the City's basic
financial statements as iisted in the table of contents. These financial statements are the responsibility of
the City of the Village of Clarkston, Michigan's management. Our responsibility is to express opinions on these
financial statements based on our audit.

e conducted our audit in accordance with auditing standards generally accepted in the United States
of America. Those standards require that we plan and perform the audit to obtain reascnable assurance about
whether the fimancial statements are free of material misstatement. An audit includes examining, on a test
basis, evidence supporting the amounts and disclosures in the financial statements. An audit also includes
assessing the accounting principtes used and significant estimates made by management, as well as evaluating the
overal | financial statement presentation. We believe that our audit provides a reasonable basis for our
opinions,

fn our opinion, the financial statements referred to above present fairly, in all material respects,
the respective financial position of the governmental activities, the business-type activities, each major fund,
and the aggregate remaining fund information of the City of the Village of Clarkston, Michigan as of June 30,
2008 and the respective changes in financial position and cash flows, where applicable, thereof for the year
then ended in conformity with accounting principles generally accepted in the United States of America.

The management’'s discussion and analysis and budgetary comparison information as identified in the
table of contents, are not a required part of the basic financial statements but are supplementary information
required by accounting principles generally accepted in the United States of America. We have applied certain
timited procedures. which consisted principally of inquiries of management regarding the methods of measurement
and presentation of the reguired suppiementary information. However, we did neot audit the information and
express ng opinion on jt.

Our audit was conducted for the purpose of forming opinions on the financial statements that
coliectively comprise the City of the Village of Clarkston, Michigan's basic financial statements. The combining
and individual non-major fund financial statements are presented for purposes of additional analysis and are not
a required part of the basic finmancial statements. The combining and individual non-major fund financial
statements have been subjected to the auditing procedures applied in the audit of the basic financial statements
and, in our opinion, are fairly stated in all material respects in relation to the basic financial statements
taken as a whole.

Very truly yours,

M&W,&L

Certified Public Accountants

Bioomfield Hills, Michigan

October 29, 2008
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MANAGEMENT'S DISCUSSION AND ANALYSIS

The City of the Village of Clarkston's (the City} management's discussion and analysis is designed to assist the
reader in focusing on significant financial issues, provide an overview of the City's financial activity,
identify changes in the City's financial position {its ability to address the next and subsequent vyears'
challenges). identify significant variances from the approved budget, and identify individual fund issues or
CONCErns .

Using this Annual Report

The City's anmnual report consists of a series of financial statements. The Statement of Net Assets and the
Statement of Activities provide information about the activities of the City as a whole and present a longer-
term view of the City's finances. Fund financial statements tell how these services were financed in the short-
term, as well as what remains for future spending. Fund financial statements also report the City's operations
in more detail than gavernment-wide Tinancial statements.

Governmeni-Wide Financial Statements

The government-wide financial statements consist of the Statement of Net Assets and Statement of Activities.
They are designed to be corporate-like in that all governmental and business-type funds are consolidated into
columns which add to a total for the primary government. These statements inciude all assets and liabilities
using the accrual basis of accounting. All of the current vear's revenues and expenses are also taken into
account regardiess of timing of cash being paid or received.

The City as a Whole

Net Assets - The City's combined net assets were 53,585,818 at the close of the year ended June 30, 2008. This
represenis a decrease of $49,288 or a 1.4% decrease from a year ago. As we look at governmental activities
separately from the business-type activities, we can see that the governmental activities net assets decreased
$46,813. This decrease was primarily the result of assels being depreciated that were capitalized in prior

years. The business-type activity had a decrease of $2,475 in net assets. This decrease was from depreciation of
sewer capital assets.

The following table reflects the condensad Statement of Net Assets for the years ended June 30, 2008 and 2007:

Table 1
Statement of Net Assets

Governmental Activities Business-Type Activity Total ]
2008 2007 2008 2007 ) 2008 _ 2007
ASSETS
Current and other assets $ 1,759,933 § 1,710,269 & 282 956 § 282,782 $2,052,889 &1,973,051
Capital assets 5,315,554 _ 5,481,555 192,734 . 222,484 5,608,288 5,704,038
Total assets $. 7,075,487 § 7,191,824 $ 485,690 $ . . 485,266 $7,561,177 $7,677.090
LIABILITIES AMD NET ASSETS
Current and other liabilities § 144,093 % 178,323 8§ 26,978 § 24,079 $ 171,071 & 202 402
Long term debt ocutstanding _...3,804, 288 4,069,008 = 3,804,288 4 069 006
Total tiabilities $ 3,948,381 $§ 4,247,329 3§ 26,878 §% 24,079 $3,975,359 34 271,408
Net assets:
Invested in capital assets,
net of related debt 1,483,355 1,412,549 182,734 222,484 1,656,089 1,635,033
Restricted 1,559,204 1,443,670 1,559,204 1,443,670
Unrestricted . 104,547 88.276 _ 265, 978 238,703 _ 370,525 __ 326 978
Total net assets $ 3,127,106 S 2,944,405 § 458,712 § 461 187 $3,.585.818 $3, 405,682
Total liabilities and
net assets $ 7,075,487 § 7,191,824 $§ 485,890 § 485,266 $7,561,177 $7.677,090

-3
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Unrestricted net assels are net assets that can be used to finance day to day operations. Restricted net assets
of the City totaled $1,559,204. These net assets have {imitations on their use that were imposed by restrictions
such as enabling legislation, grant or bond covenants. The investment in capital assets represents the City's
capital assets that provide services to citizens; accordingly, these assets are not available for future
spending.

The following table shows the changes in net assets for the years ended June 30, 2008 and 2007:

Table 2
Changes in Net Asseis

Governmental Activilies Business-Type Activity = _Tetal .. __
2008 2007 2008 . ..2007 2008 _..2007 __
Program revenue:
Charges for sarvices 3 97,298 3§ 83,052 % 116,227 § 116,582 $ 213,525 § 199,634
Operating grants and
contributions 65,509 67,249 65,500 67,249
Capital grants and
contributions 75,989 32,077 75,989 32,077
General revenue:
Property taxes 846,274 834 015 846,274 834,015
State shared revenus 81,100 81,607 81,100 81,607
Interest incoms 77,156 91,247 8,572 8, 448 85 728 99 593
Franchise fees 20,304 11,126 20,304 11,128
Miscel laneous . 3,145 4 677 . 3,145 4,877
Total revenue $ 1,266,775 § 1,205,050 % 124 798 & 125,028 $1,391,574 51,330,078
Program expenses.
General government 215,438 208,118 215,438 206,119
Public safety 432 353 429 478 432,353 429,478
Public works 448, 250 391,387 448 250 391,387
Community and economic
deve lopment 2,234 4,13 2,234 4,131
Recreation and culture 42,190 40,143 42,180 40,143
Interest on fong term debt 173,125 197,002 173 1258 197,002
Sewer I 127.274 130,748 127,274 130,748
Total program expenses ¢ 1.,313.588 $ 1,268.260 $ 127,274 § 130,748 $1,440.862 51,398,008
Increase {decrease) in
net assets $ {46,813} $ {63,210} % {2.475) 3% {5.720) & (49,288) § (88,930)
Net assets - beginning of
year (restated) 3,173,818 3,007,705 461,187 466,907 3,635,108 3,474,612
Net assets - end of year §. 3,127,106 & 2,944,495 §_ . 458,712 § 461,187 $3,585,818 $3,405, 882
As shown in the above table total revenuss were approximately $1.39 miliion, of which 61% was obtained from
property taxes, 15% for fees charged for services and 8% for state shared revenues. Total expenses were
approximately $1.44 million, of which 30% was for public safety, 3i% for public works and 9% for sewer.

Business Type Activities

The City's business-type activity consists of the Sewer Fund. The City provides sewer service to the entire
City.

The City Funds

The analysis of the City's major funds begins on page 9, following the government-wide financial statements. The
fund financial statements provide detail information about the most significant funds, not the City as a whole.
The City Council creates funds to help manage money for specific purposes as well as to show accountability for
certain activities, such as special property tax millages. The City's major funds for 2008 include the General
Fund, Major Road Fund, Local Road Fund, Water Debt Fund, S3AD 1, 2 and 4 2002 Bond Retirement Fund and SAD 3 2003
Bond Retirement Fund.

_4-
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The City Funds (continued)

The General Fund is the main operating fund of the City. Total revenues for the vyear were approximately
$907.000. OFf this revenue, 69% was from property taxes, and 9% was from state shared revenues. Total
expenditures for the year were approximately $861,500. Of these expenditures, 48% was for public safety, 6% was
for public works, and 23% was for general government. At June 30, 2008 the unreserved fund balance of $104 547
represented 11% of the total General Fund expenditures for the year.

The Major Road Fund accounts for the repairs, maintenance and construction of all City major streets. The fund
balance of this fund at June 30, 2008 was $28.

The Local Road Fund acceunts for repairs, maintenance and construction of all City local streets. The fund
balance of this fund at June 30, 2008 was $31.

The Water Debt Fund is used to account for the accumuliation of resources for, and the payment of, genera! long-
term debt principal, interest and retated costs. The fund balance of this fund at June 30, 2008 was $53,255.

The SAD 1, 2 and 4 2002 Bond Retirement Fund is used to account for the accumulation of resources for, and the

payment of, general long-term debt principal, interest and related costs. The fund balance of this fund at June
30, 2008 was $190,079.

The SAD 3 2003 Bond Retirement Fund is used to account for the accumulation of rescurces for, and the payment

of, general long-term debt principal, interest and related costs. The fund balance of this fund at Jume 30, 2008
was $197 346,

General Fund Budgetary Highlights

Over the course of the year, the City Council amended the budget to take into account events during the year.
Cable T.V. franchise revenue was amended to reflect an increase in income due to the new AT & T franchise
agreement. Police ordinance fines and charges were increased to reflect additional receipts. Contributions and
miscel lanecus income were amended to reflect additional collections. City Hall wages, police wages, maintenance,
gas and oil, and capital outiay were amended to reflect additional costs. Imsurance, fire protection, and
dispatch were amended to reflect less than anticipated costs.

Most departments were in line with budgeted amounts. Actual revenuss exceeded budgeted amount by 319, 056.

Capital Asset and Debt Administration

At the end of June 30, 2008, the City had $5,508 288 invested in a broad range of capital assets (net of
accumulated depreciation}, including buildings, equipment, roads, and sewer and water lines.

Major expenditures for capital assets during the year included the fol lowing:
1. Police mobile workstations - $10, 3980
2. Depot Park Bridge - $69,083

The City's total indebledness at June 30, 2008 was $3 852 199. The City does not curresntly have a rating from
Standard & Poor's. Additional information on the City's long-term debt can be found in Note F.
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Economic Factors and Next Year's Budgets and Rates

The City's 2009 budget was prepared using various economic factors as follows:
Revenues:

Property tax rates for 2009 are as follows:

2008 2008

Mills Mills

Levied Levied
General! operations 13.1979 12,8543
Debt service 4.51 4. .6455

Property tax revenues are expected to increase slightly. This is the result of increased millage rates even
though, property taxable wvatues are expected to decline. Building inspection fees, cabte T.V. fees, police
charges, insurance proceeds and contributions are expected to decrease. Other revenues are expected to be
consistent with the prior year amounts.

The City expects tegal, village grounds and building inspector to be |ower than the prior year.
The City expects police wages, police vehicle maintenance and police gas and oil to be higher.
The 2009 General Funmd budget expects a surplus of approximately $15,200. The projected unreserved General Fund's
fund balance at June 30, 2008 is approximately $119, 700 which represents approximately 15% of the General Fund

axpenditures for the year.

Beguest for Information

This financial report is intended to provide citizens, taxpayers, customers, and investors with a general
overview of the City's finances and to show the City’'s accountability for the money it receives. If you have any
guestions or concerns about this report or need additional information, contact the City Office, at the City of
the Village of Clarkston, 375 Depot Reoad, Clarkston, Michigan 48346,
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STATEMENT OF NET ASSETS

JUNE 30, 2008

ASSETS

Cash and cash eguivalents .
Receivables:

Taxes

Customers . L

Special assessments .

Agency funds.

Other P
Due from other governments.
Capital assets, nat .

Total assets.

LTABILITIES AND NET ASSETS

Liabilities:
Accounts payable and other liabilities.
Deposits. . . . .
Accrued interest.
Internal balances .
Due to other governments.
Honcurrent liabilities:
Due within one year . .
Due in more than one year .
Deferred amount on refunding.

Total liabilities .

Net assets:

Invested in capital assets, net of related debt .

Restricted for:
Major and local roads .
Debt service. A
Mill Pornd Lake Improvement.
Building code enforcement
Rain garden .
Depot park.
Playground.
Yater capital

Unrestricted,

Total net assets.

Total liabilities and net assets.

Governmental Business-type
Activities Activity Total

$ 663,903 5 271,796 $ 935,699
9,518 9,518

21,180 21,160

804,194 804,194

728 728

7,074 7.074
274.516 274,516
5,315,554 182,734 5,508, 288

$ 7,075 487 3 485,690 $ 7,561,177
3 8,070 $ 22,281 5 28,351
3,118 3.118

46,100 46,100

(4,687) 4,697

93,504 93,504
267,991 267,891
3,584,208 3,584,208
(47,911) (47,911)

3 3,048 3% 3 26,978 & 3,975,359
1,463 355 192,734 t, 656,088

59 59

1,289,518 1,289,518
20,738 20,738

8,689 8,689

679 679

1,587 1,587

700 700

237,224 237,224
104,547 265,978 370,525

5 3,127,108 $ 458,712 $ 3,585,818
$ 7,075,487 3 485,690 § 7,561,177

The attached notes are an integral part of the financial statements.

_7-
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CITY OF THE VILLAGE OF CLARKSTON, MICHIGAN
STATEMENT OF ACTIVITIES

For the Year Ended June 30, 2008

Program Revenues

Operating Capital
Charges for Grants and Grants and
Functions/Programs Expenses Services Contributions Contributions
Primary government
Governmental activities:
General government . . . . . . . . . . . . .. 8§ 215,436 5 2,625 % 7.950 $ 68 563
Public safety. . . . . . . . . . . . . . . .. 432,353 45,247 364
Public works . . . . . . . . . . . . . .. .. 448,250 45,001 57,185 7.428
Community and economic develfopment . , . . . . 2,234
Recreation and culture . . . . . . . . . . . . 42,190 4,425
Interest on long term debt . . . . . . . . . . 173,125
Total govermnmental activities. . . . . . $ 1,313,588 3 97,298 $ 65,509 $ 75,989
Business-type activity:
Sewer. . . . . . . L L Lo 127,274 116,227
Total primary government . . . . . . . . & 1,440,882 3 213,525 $ 65,500 3 75,989

General revenues:
Property taxes . .
State shared revenues. -
Unrestricted investment income .
Franchise fees .
Miscel lan=sous .

Total genera! revenues and special items .
Changes in net assets.
Net assets - July 1, 2007, as adjusted (Note L).

Net assets - June 30, 2008 .

The attached notes are an integral part of the financial statements.
8-



Net (Expenze} Revenue and
Changes in Net Assets

Governnental Business-type
Activities Activity Total

5 {136,298) § $ {136,298)
(385,742) (386,742)
{338,628} (338,628)
(2,234} (2,234)
{37,765) (37,765}
{173,125) {173,125}
5 (1,074,792} #% - 3 {1,074,792)
(11,047} {11,047}

$ (1,074,792) § {11,047} $ (1,085,839

846,274 846,274
81,100 81,100
77,156 8,572 85,728
20,304 20,304

3,145 3,145

$ 1,027,979 § g,672 § 1,036,551
$ (46,813) § (2,475) % (49,288)
3,173,919 461,187 3,635,106

$ 3,127,106 $ 458,712 $ 3,585,818
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ASSETS

Cash and cash eguivalents .

Receivables:
Taxes . L
Special assessments .
Other . AN

Due from other funds.

Due from other governments.

Total assets.

LIABILITIES AND FUND BALANCES

Liabilities:
Accounts payable.
Deposits.
Deferred revenue.
Due to other funds.
Bue to other governments,

Totail liabilities .

Fund balances:
Reserved for:
Debt service. L
Buiiding code enforcement .
Rain garden .
Depot park.
Playground.

Water capital .
Unreserved, designated for:
Light pole replacement.
Unresarved, reported in:

Genera! Fund. .
Special Revenue Funds .

Total fund balances .

Total liabifities and fund balances .

BALANCE SHEET

GOVERNMENTAL FUNDS

June 30, 2008

Major Road Local Road Water Debt
General Fund Fund Fund
$ 148,038 $ 6,803 3 4,081 3 53,255
9,518
160,659
6,824
25,176
265,570 5,585 2,351
$ 456 126 b 13,398 $ 8,412 § 213,914
$ 6,070 % 3 g
3,116
160,859
13,370 6, 381
93,504
% 102,690 3 13,370 $ 6 381 3 160,859
53,255
8,689
679
1,597
700
237 224
10,475
94,072
28 a1
3 353,436 3 28 $ 3 $ 53,255
$ 456,126 $ 13,398 $ 6,412 $ 213,914

The attached notes ares an integral part of the financial statements.

-9-



SAD 1,2 24 SAD 3
2002 Bend 2003 Bond Non-Major Total
Retirement Retirement Governmental Governmental
Fund Fund Funds Funds
$ 190,079 184,468 $ 76.199 3 663,903
g,518
323,055 320,480 804,194
250 7.074
12,628 37.804
274 516
$ 513,134 517,828 3 76,199 $ 1,797,009
L3 $ $ 6,070
3 118
323,085 320,480 804,194
12,628 32,379
83,504
$ 323,085 320,480 $ 12,628 $ 939,263
190,079 197,348 42,833 483,513
8 689
679
1,597
700
237,224
10,475
94,072
20,738 20,797
$ 190,078 197,346 3 63,571 3 867,746
$ 513,134 517,828 $ 76,199 $ 1,797,009
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CITY OF THE VILLAGE OF CLARKSTON, MWICHIGAN

RECONCILIATION OF TOTAL GOVERNMENTAL FUMD BALAMNCE
TO NET ASSETS OF GOVERNMENTAL ACTIVITIES

JUNE 30, 2008

Total governmental fund balances.

Amounts reported for governmental activities in the
statement of net assets are different because:

Capital assets used in governmental activities are not financial
resources, and are not reported in the governmental funds:

Governmental! capital assets $4,585,965
Less accumulated depreciation {1.270.401)

Special assessments are expected to be co!lected over several
years, and are not available to pay for current year
expenditures .

Long-term liabilities are not due and payable in the current
period and are not reported in the funds including related
acerued interest and deferred amount on refunding

Net assets of governmental activities

]

5

BS7.,748

5,315,554

804,124

(3,850,388)

3,127,106

The attached notes are an integra! part of the financial statements.

-10-
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CITY OF THE VILLAGE OF CLARKSTON, MICHIGAN

STATEMENT QF REVENUES, EXPENDITURES, AND CHANGES 1N FUND BALANCES
GOVERNMENTAL FUNDS

For the Year Ended June 30, 2008

Major Road Local Road Water Debt
General Fund Fund Fund
Revenues:
Taxes. . . . . . . o e e e 8 622,150 $ % $
Licensas and permits | 31,080
Federal sources. 7.850
State sources. 84, 045 40, 267 14,347
Local sources. . 2,625
Charges for services . 50, 247
Fines and forfeitures. 20,399
Interest and rents . 7.353 2,103 749 13,716
Other. 80,591 24,033
Total revenues . . . . . . . . . .. ... § §08,840 $ 42,370 $ 15,088 $ 37,749
Expenditures:
Current:
General government . 186,000
Public safety. 415,755
Public works . e 48,040 70,283 38,874
Community and economic development . 2,234
Recreation and culture | 35,885
Other. ) 40 B850
Capita! outlay . 87,824
Debt servica:
Principal payments . . 32,604 30,000
Interest and fiscal charges. 2.8 11,988
Fefunding bond issuance cost .
Total expenditures . . . . . . . . . . . . § 861,853 $ 70,283 3 38,874 3 41,988
Excess of revenues over (under)
expenditures . . . . . . . . . . . . ... § 44 987 $ {27,913} 3 {23,778} $ (4,239}
Other financing sources (uses):
Praoceeds of refunding bonds. .
Payment to refunded bond escrow agent.
Operating transfers in . 27,800 23,800
Operating transfers out. {31,700)
Total other financing sources (uses) . . . § {51,700} L3 27,900 $ 23,800 5
Excess of revenues and other socurces over
{under} expenditures and other uses. . . § {6,718y & 13y $ 22 $ {4,239}
Fund batance - July 1, 2007, as adjusted {Note L). 360,148 41 9 57,494
Fund balance - June 30, 2008 . . . . . . . . . ... & 353,438 3 28 3 31 $ 53,255

The attached notes are an integral part of the financiat statements.
-11-



SAD 1,2 4 4 SAD 3
2002 Bond 2003 Bond Non-Kajor Total
Retirement Retirement Governmental Governmental
Fund Fund Funds Funds

$ $ $ 224,124 L} 846,274
31,080

7,850

138,859

2,625

50,247

20,398

25,568 25,888 3,204 78,581
35,895 45,422 11,826 199,167

§ 61,463 3 72,310 $ 239,154 % 1,374,982

196,000

415,755

40, 380 197,557
2,234

35,885

40,680

87,824

60,000 55,000 95,000 272,804
20,546 21,086 117,605 174,046
50,993 50,993

3 80,546 5 76, 086 $ 303,858 $ 1,473,588

$ (19,083) §  (3,776) § (64,804) § (98,608)
730,000 730,000

(675,000} (675,000)

12,628 64,328

(12,628) (64,328)

$ $ 12,828 & 42,372 § 55,000

$ (19,083} & g 852 3 (22,432} § {43,606}

209,162 188,494 85,003 201,352

$ 190,079 § 167,346 § 63,571 $ 857,746
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CITY OF THE VILLAGE OF CLARKSTON, MICHIGAN

RECONC ILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES AND CHANGES (N
FUND BALANCES OF GOVERNMENTAL FUNDS TO THE STATEMENT OF ACTIVITIES

For the Year Ended .June 30, 2008

MNet change in fund balances - tetal governmental fund. . . . . . . . . . . $ (43.808)
Amounts reported for governmental activities in the

statement of activities are different because:

Governmental funds report capital outlays as expenditures;
in the statement of activities, these costs are ailocated

over their estimated useful |ives as depreciation:
Expenditures for capital assets $ BE,653
Less current year depreciation {251,171 {164,518}

Governmental funds report proceeds from sale; in the statement
of activities, only the respective gain or loss is recongnized . . . (1,483}

Special assessment revenuss are recorded in the statement of
activities when the assessment is set; they are not reported
in the funds unti! ¢ollected or collectible within 80 days
of year end. . . . . . . . . . L L Lo oL {106,724)

Bond issuance is not reported as financing sources on the
statement of activities, net of defeasance and deferred refunding. . {7.089)

Accrued interest is recorded in the statement of activities. . . . . . 4,800

Repayment of bond principal is an expenditura in the governmental
funds, but not in the statement of activities (where it
reducas long-term debty. . . . . . . . . . . oo o oo 271,807

Change in net assets of governmenta! activities. . . . . . . . . . . . . . § {46,813)

The attached notes are an integral part of the financial statements.
-12-



- CERTIFIED PUBHLIC ACCOUNTANTS

JanNZ & KHIGHT, PL.C.

CITY OF THE VILLAGE OF CLARKSTON, MICHI1GAN

STATEMENT OF MET ASSETS
PROPRIETARY FUND TYPE - ENTERPRISE FUND

June 30, 2008

A3SETS

Current assets:
Cash and cash equivalents.

Feceivables:

Customers.

Tatal current assets .
Honcurrent assets:
Capital assets, net. . .

Total noncurrent assets.

Total assets |

{_1ABILITIES AND MET ASSETS

Current liabilities:
Accounts payable |
Due to other funds .

Total current |iabilities.
Het assets:
Invested in capital assets .
Unrestricted .

Total net assets .

Total lTiabilities and net assets .

The attached notes are an integral part of the financial statements.
13-

Business-type

Activity

Sewer
Fund

$§ 271,798

21,160

$ 292,056

192,734

. 0§ 192,734

. % 435,690
$ 22,281
4. 697

$ 26,978
192,734

. 265,978
$ 458,712

. % 485,880



- CERTIFIED PUBLIC ACCOUNTANTS

JanNz & KNIGHT, P.L.C.

CITY OF THE VILLAGE OF CLARKSTON, MICHIGAN

STATEMENT OF REVENUES, EXPENSES, AND CHANGES N NET ASSETS
PROPRIETARY FUND TYPE - ENTERPRISE FUND

For the Year Ended June 30, 2008

Business-type

Activity
Sewer
Fund
Operating revenue:
Sewer usage charges. . . . . . . . . . L . . . . Lo e s e 8 115,153
Late fees and miscelianeous. . . . . . . L L L L L L 0L Lo e e e e 1,074
Tatal operating revenue. . . . . . . . . . . e e e e s 8 116,227
Operating expenses:
Contractual Servicas . . . . . . L L L s e 89, 005
Administrative salaries. . . . . o L L L L 3,456
Postage and supplies . . . . . . . . . L L oL 856
Professional fees. . . . . . L L L L L Lo e e e 3,93t
Miscel laneous. . . . . . . . . oo e e e e 275
Depreciation . . . . . . . L L L L Lo e e e 289,751
Total operating expenses . . . . . . . . . . . L . . L ..o Lo 8 127,274
Operating income (loss}. . . . . . . . . . . . . . . . . . . . .. . ... ... 5% {11,047}
Nonoperat ing revenues:
Imterest fncome. . . . . . L L L L oo e e e e 8,572
Total nonoperating revenues. . . . . . . . . . v« v e e e e B 8,572
Change in net assets . . . . . . . . . . . . . L. .. .. ... ... 8 {2,475)
Net assets - July 1, 2007. . . . _ L L L L L 461,187
Net assets - June 30, 2008 . . . . . . . . . . . . . . . . ... s % 458 M2

The attached notes are an integral part of the financial statements.
-14-



CITY OF THE VILLAGE OF CLARKSTOM, WICHIGAN

STATEMENT OF CASH FLOWS
PROPRIETARY FUND TYPE - ENTERPRISE FUND

For the Year Ended June 30, 2008

Business-type

Activity
Sewer
Fund
Cash flows from operating activities:
Receipts from customers. . . . . . . . . . . . . . . .. ..o ... 8 114,213
Fayments to suppliers. . . . . . . L oL L L L L L {91.,188)
Payments to employees. . . . . . . L L L L Lo o e e (3,456}
Net cash provided by operating activities. . . . . . . . . . . . . . . . . . . . ... .. 5 19,589
Cash flows from investing activities:
w Interest TnCOME. . . . . L Lo s 8,572
z
g Met increase in cash and cash equivalents. . . . . . . . . . . . . . . . . . . . . . ... % 28,161
z
g Cash and cash equivalents - Juiy 1, 2007 _ . L L Lo L 243,635
5
¢ Cash and cash equivalents - June 30, 2008. . . . . . . . . . . . . . . . . . . . . ... .. .... 8 271,786
Y
d
o
=]
Q
o
"
n
E Reconciliation of operating income (loss) to net cash provided
g by operating activities:
g Operating inceme (loss}. . . . . . . . . . . . . . . . . . . ... ... ... % {11.047)
-
E Adjustments to reconcile net income {loss) to net cash provided
k by operating activities:
g Depreciatiaon and amortization. . . . . . . . . . L. e 29,751
2
x .
& Changes in assets and liabilities:
N {Increase} decrease in receivables . . . . . . . . o oo oL Lo oo {2,014)
i Increase {decrease) in accounts payable. . . . . . . . L L oL 000 o000 407
- Increase (decrease} in due to other funds. . . . . _ . . . . L. 2,492
8 ses
Net cash provided by operating activities. . . . . . . . . . . . . . . . . . . . . ... . % 19,589

The attached notes are an integral part of the financial statements,
-15-




- CERTIFIED PUBLIC ACCOUNTANTS

JaNZ B KNIGHT. P.L.C.

CITY OF THE VILLAGE OF CLARKSTON, MICHIGAN

STATEMENT OF ASSETS AND LIABILITIES
AGENCY FUNDS

June 30, 2008

ASSETS

Cash and cash equivalents,

Total assets .

Due to other funds .

LIABILITIES

Total liabilities.

The attached notes are an integral part of the financial statements.
-16-
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- CERTIFIED FUuBLIC ACCOUNTANTS

Janz & KMIGHT, P L.C.

CITY OF THE VILLAGE OF CLARKSTON, MICHIGAN
NOTES TO FINANCIAL STATEMENTS
June 30, 2008

NOTE A - Summary of Significant Accounting Policies

The accounting policies of the City of the Village of Clarkston (the "City") conform to accounting
principles generatly accepted in the United States of America (GAAP} as applicable to governmental
units. The follewing is a summary of the significant accounting policies used by the City of the
Village of Clarkston.

Reporting Entity

The City of the Viliage of Clarkston is governed by an elected seven-member Council. The accompanying
financial statements present the City and its component units, entities for which the City is
considered to be financially accountable.

Government-Wide and Fund Financial Statements

The government-wide financial statements (i.e., the statement of net assets and the statement of
changes in net assets) report information on all of the nonfiduciary activities of the primary
government. For the most part, the effect of interfund activity has been removed from these
statements. Governmental activities, normally supported by taxes and intergovernmental revenues, are
reported separately from business-type activities which rely to a significant extent on fees and
charges for support.

The statement of activities demonstrates the degree to which the direct expenses of a given function
or segment are offset by program revenues. Direct expenses are those that are clearly identifiable
with a specific function or segment. Program revenues include: (1) charges to customers or applicants
who purchase, use, or directly benefit from goods, services, or privileges provided by a given
function or segment; and (2) grants and contributions that are resiricted to meeting the operaticnal
or capital requirements of a particular function or segment. Taxes and other items not properly
included among program revenues are reported instead as general revenue.

Separate financial statements are provided for governmental funds, proprietary funds and fiduciary
funds., even though the latter are excluded from the government-wide financial statements. Wajor
individual governmental funds and major individual enterprise funds are reported as separate columns
in the fund financial statements.

Measurement Focus, Basis. of Accounting and Financial Statement Presentation

The government-wide financial statements are reported using the sconomic rescurces measurement focus
and the accrual basis of accounting, as are the proprietary fund and fiduciary fund financial
statements. Revenue is recorded when earned and expenses are recorded when a liability is incurred,
regardless of the timing of related cash flows. Property taxes are recognized as revenue in the year
for which they are levied. Grants and similar items are recognizZed as revenue as soon as all
eligibility requirements imposed by the provider have been met.

Governmental fund financial statements are reported using the current financial resources measurement
focus and the modified accrual basis of accounting. Revenue is recognized as soon as it is both
measurable and available. Revenue is considered to be available if it is collected within the current
period or soon enough thereafter to pay liabilities of the current period. For this purpose, the
government considers revenues to be available if they are collected within 60 days of the end of the
current period. Expenditures generally are recorded when a liability is incurred, as under accrual
accounting. However, debt service expenditures, expenditures relating to compensated absences, and
claims and judgments are recorded only when payment is due.

Revenues are recognized in the accounting period in which they become susceptible to accrual--that is,
when they become both measurable and available to finance expenditures of the pericd. Property taxes,
state-shared revenue, interest, reimbursement grants, and charges for services are considered to be
susceptible to accrual and so have been recognized as revenue of the current pericd. All other revenue
items are considered to be available only when cash is received by the government.

All proprietary funds are accounted for using the accrual basis of accounting. Their revenues are
recognized when they are earned, and their expenses are recognized when they are incurred.

Private-sector standards of accounting issued prior to December 1, 1989, are generally followed in
both the government-wide and proprietary fund financial statements to the extent that those standards
do not conflict with the standards of the Governmental Accounting Standards Board. The government has
elected not to follow private-sector standards issued after November 30, 198¢ for its business-type
activities.

Amounts reported as program revenue include: (1) charges 1o customers or applicants for goods,
services or privileges provided; (2) operating grants and contributions; and (3) capital grants and
contributions, including special assessments. !nternally dedicated resources are reported as general
revenue rather than as program revenue. Likewise, general revenue includes all taxes.

-17-



- CERTIFIER PUBLIC ACCOUNTANTS

= JaNzZz & WNIGHT. P.L.C.

CITY OF THE VILLAGE OF CLARKSTON. MICHI|GAN
MOTES TO FINANCIAL STATEMENTS (CONTINUED)
June 30, 2008

NOTE A - Summary of Significant Accounting Policies {continued)

Governmental Funds:
The City reports the following major governmental funds:
Gerera! Fund

The General Fund is the government's primary operating fund. It accounts for all fimancial
resources of the general governmeni, except those required to be account for in another fund.

Major Road Fund

The Major Road Fund accounts for the construction, maintenance, and repairs of all streets
classified as "major roads" within the City. Financing is provided primarily by State-shared gas
and weight taxes and local contributions. The fund is operated under the provisions of
Michigan's Act 51 of the Public Acts of 1951, as amended.

Local Road Fund

The Local Road Fund accounts for the construction, maintenance, and repairs of all streets
classified as "local roads" within the City. Financing is provided primarily by State-shared gas
and weight taxes and local contributions. The fund is operated under the provisions of
Michigan's Act 51 of the Public Acts of 1951, as amended .

Water Debt Fund

The Water Debt fund is a debt service fund used to acgount for the accumulation of resources
far, and the payment of, general long-term debt principal. interest, and related costs
associated with the City's water system.

AD 1, 2 and 4 2002 Bond Retiremeni Fund

The SAD 1, 2 and 4 2002 Bond Retirement Fund is a debt service fund used to account for the
accumulation of resources for, and the payment of, general long-term debt principal, interest,
and related costs associated with the Gity's water system.

SAD 3 2003 Bond Retirement Fund

The SAD 3 2003 Bond Refirement Fund is a debt service fund used to account for the accumulation
of resources for, and the payment of, general |ong-term debt principal, interest, and related
costs associated with the City's water system.

Additionally, the City reports the Tollowing fund types:

Special Revenue Funds

Special Revenue Funds are used to account for the proceeds of specific revenue sources
fother than expendable trusts or major capital projects} that are legally restricted to
expenditures for specified purposes.

Debt Service Funds

Debt Service Funds are used to account for the accumulation of rescurces for, and the
payment of, general long-term debt principal, interest, and related costs.

Capital Projects Funds

Capital Projects Funds are used to account for fipancia! rescurces to be used for the
acquisition or construction of major capital facilities (other than those financed by the
Proprietary Funds and Trust Funds).

-18-



- CERTIFIED PUBLIC ACCOUMTANTS

JAaMzZ & HNIGHT, P.L.C.

CITY OF THE VILLAGE OF CLARKSTON. MICHIGAN
NOTES TO FINANCIAL STATEMENTS (GONTINUED)
June 30, 2008

NOTE A - Summary of Significant Accounting Policies (continued)
Proprietary Fund

The City reports the following major proprietary fund:

The Sewar Fund accounts for the operation, maintenance and distribution of the sewage system.

Proprietary funds distinguish operating revenue and expenses from nonoperating items. Operating
revenue and expenses generally result from providing services in connection with a proprietary
fund's principal ongoing operations. The principal operating revenue of the Sewer Fund relates
to charges to customers for sales and services. The portion intended to recover the cost of the
infrastructure is recognized as nonoperating revenue. Operating expenses for proprietary funds
include the costs of sales and services, administrative expenses, and depreciation on capital
assets. Al{ revenue and expenses not meeting this definition are reported as nonoperating
revenue and expenses.

Property Taxes
Property taxes are levied on each July 1 on the iaxable wvaluation of property as of the preceding
December 31. Taxes are considered de!inguent on September 1, at which Time penaities and interest are

assessed.

The 2007 taxable valuation of the City, assessed as of December 31, 2006, totaled $4B8 244 520, and is
used for the July 1, 2007 tax bills; this resulted in property tax revenue as follows:

Mitls Property

Levied Taxes
General operations 12.8943  §621 3235
Cebt service 4.6455 5224 124

Assets, Liabilities, and Net Assets or Equity

Cash and Investments

Deposits are carried at cost and consist of cash on hand, checking accounts, and investments in mutual
funds.

For purposes of the Statement of Cash Flows, the City considered cash deposits and certificates of
deposits with a maturity of three months or iess when purchased to be cash equivalents.

Interfund Receivables and Pavables

In general, outstanding balances between funds are reported as '"due to/from other funds" on the
balance sheet. Any residual balances cutstanding between the govermmental activities and the business-
type activities are reported in the government-wide financial statements as "internal bhalances™.

Receivables

Al! trade and property tax receivables are considered fully collectible by the City. No provision has
heen made in the Tinancial statements for nencollection. Special assessments are the only receivables
not expected to be collected within one year. The amount not scheduled fer coliection during the
subsequent year is approximately $713,000.

Prepaid ltems

Certain payments to vendors reflect costs applicable to futurs years and are recorded as prepaid items
in both government-wide and fund financial statements.

_1g.



- CERTIFIED PUBLIC ACCOUNTANTS

JnamMzZ & KNIGHT. P.L.C,

CITY OF THE VILLAGE OF CLARKSTON, MICHIGAN
NOTES TO FINANCIAL STATEMENTS {CONTINUED)
June 30, 2003

NOTE A - Summary of Significant Accounting Policies (continued)

Capita| Assets

Capital assets, which include land, buildings, building improvements, vehiclas, furniture, machinery
and equipment and infrastructure ars reported in the applicable governmental or business-1iype
activities column in the government-wide financial statements. Capital assets are defined by the
government as asseis with an initial individual cost of more than $1,000. Such assets are recorded at
histericai cost or estimated historical cost if purchased or constructed. Donated capital assetls are
recorded at estimated fair market value at the date of donation.

Infrastructure assets are long-lived capital assets that normally can be preserved for a significantly
greater number of years than most capital assets. The City has elected not to retroactively report
infrastructure assels.

Capital assets that are being depreciated are reported net of accumulated depreciation in the
statement of net assets. Capital assets that are not being depreciated, such as land, are reported
separately.

Capital assets are depreciated over their ostimated useful lives. Depreciation expense is reported in
the statement of activities by allocating the net cost over the estimated useful 1i1fe of the assets.

Depreciation of all exhaustible fixed assets used by prepriety fund types is charged as an axpense
against their operations. Accumulated depreciation is reported on proprietary fund type balance
sheets. Depreciation has been provided over the estimated useful |ives.

Property, plant and equipment is depreciated using the straight-|ine method over the following useful
lives:

Years
Land |mprovements 15-30
Sewer System 40
Buildings and Improvements 30-50
Yehicles 4]
Machinery and Eguipment, Furniture 5-25
Water System 30
Roads 20

Long-Term Obligations

Long-term debt is recognized as a liability of a governmental fund when due, or when resources have
been accumulated in the Debt Service Fund for payment early in the following vear. For other long-term
obligations, only that portion expected to be financed from expendable available financial resources
is reported as a fund liability of a governmental fund. The remaining portion of such obligatiens is
reported in the Statement of Net Assets. Long-term fiabilities expected to be financed from
proprietary fund operations are accounted for in those funds. For proprietary fund types, bond
premiums and discounts, as wall as issuance costs, are deferred and amortized over the life of the
bonds using the effective interest methed. Bonds payable are reported net of the applicable bond
premium or discount and net of any deferred charges on bond refundings. lssuance costs are reported as

deferred charges.

Fund Equity

In the fund financial statements, governmental funds report reservations of fund balance for amounts
that are not available for appropriation or are legally restricted by outside parties for use for a
specific purpose. Designations of fund balance present tentative management plans that are subject to

change .

Use of Estimales

The preparation of financial statements in conformity with accountiing principles generally accepted in
the United States of America requires management to make estimates and assumptions that affect the
reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the
date of the financial statements and the reported amounts of revenue and expenses during the period.
Actual resulis could differ from those estimates.
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- CERTIFIER PUBLIC ACCOUNTANTS

= Famz & KNIGHT, P.L.C.

CITY OF THE VILLAGE OF CLARKSTON, MICHIGAN
NOTES TO FINANCIAL STATERENTS {COMTINUED}

June 30, 2008

NOTE B - Stewardship, Compliance, and Accountability

NOTE C -

Budgetary |nformation

Annual budgets are adopted on a basis consistent with generally accepted accounting principles for the
General and Special Revenue Funds., All annual appropriations lapse at vyear end. The City's
appropriation resolution is generally passed during the May preceding the year in which the planned
expenditures relate. Subsequent amendments are made to aveid unfavorable variances from the criginal
budget. Related resolutions are made to state the purpose and amount of the changes. The City Clerk
has the responsibility to enforce the budget. Unused appropriations do not carry forward to the next
year.

The budget document presents information by fund, function, department and line items. The legal level
{the level at which expenditures may not legally exceed appropriations) of budgestary control adopted
by the board is at the department (activity} level.

The City Council must approve budget amendments at the activity level and supplemental appropriations,
which affect total fund expenditures. The Clerk can transfer appropriations between line items within
a department or activity without governing body approval.

Supplemental appropriations were necessary during the year, which increased total expsnditures.

Amounts encumbered for purchase orders, contracts, etc., are not tracked during the year. Budget
appropriations are considered to be spent once the goods are delivered or the services rendered.

F.A. 2 of 1968 as amended, provides that a lecal unit shall not incur expenditures in excess of the
amount appropriated in budget resolutions of the governing body.

Excess of Expenditures Qver Appropriations in Budgeted Funds

During the year, the City of the Village of Clarkston ingcurred expenditures in certain budgeted funds
which were significantly in excess of the amounts appropriated, as follows:

Budget Actual Budget

Fund Activity. . .. ... . Appropriation Expendjture Variance
General Operating transfers out § 3 51.700 $ 51,700
Major Road Salaries 23,000 33,285 10, 285
Major Road Eguipment rental 8,856 8,956
Major Reoad Winter maintenance 3,000 17,412 14,412
Local Read Salaries 13,000 17.924 4,824
Local Road Equipment rental 3,715 3,715
Local Road Winter maintenance 2,500 11,482 8,982

The City does not adopt a budget for Miil Pond Lake Improvement Board. The City collects the special
assessment and pays the bills auvthorized by the lake board. Since the City does not initiate the
expenditures thay have not adopted a budget.

Deposits and Investments

NMichigan Compiled Laws, Section 129.91, autherizes the City to make deposits and invest in the
accounts of federal!ly insured banks, credit unicens, and savings and |oan associations which have an
office in Michigan. The City is allowed to invest in bonds, securities and other direct obligations of
the United States or any agency or instrumentality of the United States: United States government or
federal agency ohligations; repurchase agreements; bankers' acceptance of United States banks:
commercial paper rated within the two highest classifications which mature not more than 270 days
after the date of purchase; obligations of the State of Michigan or its political subdivisions which
are rated as investment grade.; and mutual funds composed of investment vehicles which are legal for
direct investment by local units of government in Michigan.

The City has designated various banks for the deposit of City funds. The treasurer keeps a list of
approved banks. The investment policy adopted by the board in accordance with Pubiic Act 196 of 1887
has authorized investment in bonds and securities of the United States government, bank accounts and
CDs, repurchase agreements, investment pools organized under the local government investmsnt pool act,
commercial paper rated within the two highest classifications, and bankers' acceptance of United
States banks, but not the remainder of State statutory authority as |isted above.
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- CERTIFIED PUBLIC ACCOUNTANTS

Jramz & WNIGHT, P.L.C.

CITY OF THE VILLAGE OF CLARKSTON, MICHIGAN
NOTES TO FINANGIAL STATEMENTS (CONTINUED)

June 30, 2008

NOTE C - Deposits and [nvestments {continued)

The City's cash and investments are subject to several types of risk, which are examined in more detail
be low:

Custodial Credit Risk of Bank Deposits

Custodial credit risk is the risk that in the event of a bank failure, the City's deposits may not be
returned to it. The City does not have a deposit policy for custodial credit risk. At year end, the City
had $576,560 of bank deposits (checking and savings accounts) that were uninsured and uncol latera!l ized.
The City believes that due to the dollar amounts of cash deposits and the |imits of FDIC insurance, it is
impractical to insure all deposits. As a result, the City evaluates each fimancial institution with which
it deposits funds and assesses the level of risk of each institution; only those institutions with an
acceptable estimated risk level are used as depositories.

Custodial Credit Risk of Investments

Custodial credit risk is the risk that, in the event of the failure of the counterparty, the City will
not be able to recover the value of its investments or collateral securities that are in the possession
of an outside party. The City does not have a policy for custodial credit risk. At year end, the City had
no investment securities that were uninsured and unregistered, with securities heid by the counterparty
or by its trust department or agent but not in the City's name.

Interest Rate Risk

Interest rate risk is the risk that the value of investments will decrease as a result of a rise in
interest rates. The City's investment policy does not restrict investment maturities, other than
commercial paper which can only be purchased with a 270-day maturity. At year end, the City had no
investments.
Credit Risk

State law |imits investments in commercial paper to the top two ratings issued by nationally recognized
statistical rating organizations. The City has ne investment policy that would further limit its
investment choices.
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- CERTIFIED PUBRLIC ACCOUNTANTS

Jrmz & KNIGHT. P.L.C.

CITY OF THE VILLAGE OF CLARKSTON, MICHIGAN

NOTES TO FINANCIAL STATEMENTS ([CONT INUED}

June 30, 2008

NOTE D - Capital Assets

Capital asset activity of the primary government for the current year was as follows:

Beginning Ending
Balance  Increases. Decreases Balance
Governmental activities:
Capital assets being depreciated:
Building and improvements $ 78,084 § 3 $ 78,084
Land improvements 89,068 89,068
Police vehicles 48,470 1,418 47 052
Machinery and equipment 404,738 g4 468 33,168 456 036
Furniture and fixtures 53,795 2.187 55,982
Roads 1,581,593 1,581,593
Water system 4 278 140 B _ 4,278 140
Subtotal $6,533.888 S5 86,803 & 34,586 $6,585,955
Less accumulated depreciation for:
Building and improvements 42 760 1,768 44 528
Land improvements 74,237 2,080 76,327
Police vehicles 43, 378 1,550 1,418 43,510
Machinery and equipment 244 564 20,977 31,685 233,856
Furniture and fixtures 37,762 3,101 40,883
Roads 217,468 78,080 296,549
Water system 382,163 142,605 534 768
Subtotal $1.052,333 § 251,171 § 33,103 §1,270.401
Net capital assets - governmental
activities $5.481.555 § (164,518) § 1,483 $5,315,554
Beginning Ending
__Balance . Increases  Decreases. Bafange
Business-type activities:
Capital assets being depreciated:
Sewar system 51,177,272 § $ $1,177 272
Nachinery and equipment . 1,595 R 1,585
Subtotal $1,178 867 § $ %1,178,867
Less accumit|lated depreciation for.
Sewer system 955 398 29,432 984,830
Machinery and equipment 984 318 1,303
Subtotat $ 956 382 $ 26,751 3 $ 986,133
Net capital assets - business activities $ 222,485 § (29,751) % $ 192,734

Depreciation expense was charged to programs of the primary government as folliows:

Governmental activities:
General government
Public safety
Pub!ic works
Recreation and cuiture

Total governmental activities

Business-type activities:
Sewer

-05-
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- CERTIFIED PuBLIiC ACCOUNTANTS

Jnnz & KNIGHT, P.LC.

CITY OF THE VILLAGE OF CLARKSTON, MICHIGAN

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

June 30, 2008

NOTE E - Interfund Receivables, Payables and Transfers
The following are the interfund receivables at Jurme 30, 2008:
Recsivable_Fund Payable Fund Amount
General Fund Major Street Fund $ 13,370
Local Street Fund g, 381
Sewer Fund 4, 697
Tax Fund 728
Tota! General Fund $ 25,178
SAD 3 2003 Bond Retirement Fund 2003 Special Assessment Construction Fund 12,628
Total interfund receivable $ 37.8Q4
These halances resulted from the time lag betwsen the date that (1) interfund goods and services are
provided or reimbursable expenditures occur, (2) transactions are recorded in the accounting system,
and (3) payments between funds are made.
Interfund Transfers
Transfers (Qut}
2003 Special
Assessment
Gensral Construction
Fund Fund Total
Transfers in
#ajor Road Fund $27.900 % $27.900
Local Road Fund 23,800 23,800
SAD 3 2003 Bond Retirement Fund I 12,628 12,628
$51,700 $ 12,628 $64 328
Transfers from the Genera! Fund to the Major Road and Local Road Funds is to subsidize the cost of road
expenditures.
Transfer from the 2003 Special Assessment Construction Fund to the SAD 3 2003 Bond Retirement Fund
represents funds remaining when all costs for construction have been comp leted.
NOTE F - Long-Term Debt:

The following is a summary of general long-term debt transactions of the City for the year ended Jure

30, 2008.

Long-term debt at July 1, 2007
Long-term debt issued

Payments made during the year
Long-term debt refunded

Long-term debt at Jume 30, 2008

General Long-Term Debt

General Special Gapital
Obligation Assessment Equipment Lease
Total . Bonds Bonds Contract Qbligation
$4 060,006 $2,700,000 $1,300,000 $%$ 67,8915 § 1,001
730,000 730,000
{271,807) (95,000) {145,000} {30, 803) {1.004)
_ (875,000} _ (675.000) —
$3.852,189 32,660,000 $1,155.00¢ § 37,112 & 87
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- CeErTiFIED PUBLIC ACCOUNTANTS

Janz 8 KNIGHT, P L.C.

NOTE F -

CiTY OF THE VILLAGE OF CLARKSTON, MICHIGAN
NOTES TO FINANCIAL STATEMENTS (CONT INUED)

June 30, 2008

Long-Term Debt (continued):
General Obligation Bonds:

On July 14, 2000 the City sold $800,000 Unlimited Tax General Obligation Bonds for the purpose of
constructing a water supply system. As noted below there was a defeasance of $675.000 of this debt
during 2007. The bonds bear interest at a rate of 4.75% to 6.00%. Schedule of required principal and
interest payments is as follows:

Year ended Annual Annua
June 30,  Interest Principal

2009 $§ 520 & _20.000

On July 12, 2007, the City issued $730.000 of general obligation refunding bonds to provide rescurces
to purchase U.S. Treasury obligations that were placed in an escrow fund for the purpose of generating
resources for all future service payments of $875,000 of general obligation bonds. As a result, the
refunded bonds are considered to be defeased and the |iability has been removed from the governmental
activities column of the statement of net assets. The reacquisition price exceeded the net carrying
amount of the old debt by $50,963.

This advance refunding was undertaken to reduce total debt service payments over 15 years by $39,077
and resulted in an economic gain (difference between the present value of the debt service payments on
the old and new debt) of 333,715.

Year ended Annual Arnual
_June 30, _ Interest Principal

2008 $ 31,189 § 5,000

2010 30,576 25,000
2011 29,539 25,000
2012 28,398 30,000
2013 27,152 30,000
2014 25,4493 50,000
2015 23 272 55,000
2018 20,800 60,000
27 17,897 75,000
2018 14,780 70,000
2019 11,700 70,000
2020 8,438 75,000
2021 5,082 75,000
2022 ....1.688 75.000

$275.994 § 720,000

On March 18, 2002 the City saold $985,000 of 2002 General Obligation Unlimited Tax Bonds, Series A, for
the construction of water improvements. The bonds bear interest of 4.00% to 7.00%. Schedule of
required principal and interest payments is as follows:

Year ended Annual Annual
June 30, Interest Principal

2009 $ 42,085 $ 30.000

2010 40,865 30,000
2011 39,556 35,000
2012 38,018 40,000
203 36,231 45,000
2014 34,175 50,000
2015 31,838 55,000
2016 29,335 55,000
2017 26,660 50,000
2018 23.625 65,000
2019 20,250 70,000
2020 16,750 70,000
2021 13,125 75,000
2022 9.375 75,000
2023 5,625 75,000
2024 1,875 75,000

$409,388 § 905.000
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- CERTIFIED PUBLIC ACCOUNTANTS

L

JaNz 8 KNIGHT, P L

CITY OF THE VILLAGE OF CLARKSTON, MICHIGAN
NOTES TO FINANC|AL STATEMENTS { CONT INUED }

June 30, 2008

NOTE F - Long-Term Debt {continued):

On June 3, 2002 the City sold $995,000 of 2002 General Obligation Unlimited Tax Bonds, Series B, for
the construction of water improvements. The bonds bear interest of 4.00% to 7.00%.  Schedule of
required principal and interest payments is as follows:

Year ended Annual Annual
_June 30, [nterest Principal

2009 $ 39,435 3% 30,000

2010 38,135 35,000
2011 36,7089 35,000
2012 35,123 40,000
2013 33,382 40,000
2014 31,490 45,000
2015 29,443 45,000
2016 27,232 50, 000
2017 24,845 50,000
2018 22,258 55,000
2019 19,507 55,000
2020 16,633 60,000
2021 18,475 65,000
2022 9,097 70,000
2023 6,209 75,000
2024 2,120 80,000

385,893 § 830,000

On October 9, 2002 the City sold $210,000 of 2002C General Obligation Unlimited Tax Bonds for the
purpose of funding construction of phase Il of the water supply system. The bonds bear interest at a
rate of 3.75% to 6.75%. Schedule of required principal and interest payments is as follows:

Year ended Annual Annual
June 30,  interest Principal

2008 $ 7.801 & 5,000

2010 7,617 10,000
2011 7,238 10,000
202 6,852 10,000
2013 5,483 1,000
2014 6,073 10,000
2015 5,678 10,0600
2016 5,270 10,000
2017 4,830 10,000
2018 4,420 10.000
2019 3,680 10,000
2020 3.416 15,000
2021 2,728 15,000
2022 2,025 15,000
2023 1,318 15,000
2024 ... 480 __ 20,000

8 76,305 % 185,000

-0



JanNz & KNIGHT. PLC. - CERTIFIED PugLiC ACCOUNTANTS

CiTY OF THE VILLAGE OF GLARKSTON, WICHI!GAN
NOTES TO FINANCIAL STATEMENTS (CONT!MUED)

June 30, 2008

NOTE F - Long-Term Debt {continued}:

Special Assessment Bonds:

On Octeber 17, 2000 the City sold $400,000 Special Assessments Limited Tax Bends for the construction of
water improvements. The bonds bear interest at a rate of 4.80% to 7.60%. Schedule of reguired
principal and interest payments is as Tollows:

Year ended Annual Annua
June 30, Interest Principal

2009 $ 10,180 § 30,000

2010 8,735 30,000
2011 7,250 30,000
2012 5 882 25,000
2013 4,581 25,000
2014 3 288 25,000
2015 1,981 25,000
2018 662 25,000

$ 42,549 § 215,000

On October 9, 2002 the City sold $815,000 of Special Assessment Limited Tax Bonds, for the purpose of
funding construction of phase 1| of the water supply system. The bonds bear interest at a rate of 3.00%
to 4.25%. Schedule of reguired principal and interest payments is as follows:

Year ended Annual Annual
~June 30, Intergst Principal

2008 $ 18,235 § 60,000
2010 16,255 60,000
2011 14,185 80,000
2012 12,025 50,000
2013 10,150 50,000
2014 8,200 50,000
2015 6,200 50,000
2016 4,200 50,000
2017 2,125 50,000

$ 91,575 §$ 480,000

On January 6, 2002 the City sold $725,000 of Special Assessment Limited Tax Bonds, for the purpose of
funding construction of phase || of the water supply system. The bonds bear interest at a rate of 3.00%
to 4.65%. Schedule of reguired principal and interest payments is as follows:

Year ended Annual Annlal
June 30, Interest Principa)

2008 $ 19,095 $ 55,000

2010 17,315 55,000
20114 15,025 50,000
2012 13,075 50,000
2013 11,075 50,000
2014 8,850 50,000
2015 G, B25 50,000
2016 4, 575 50,000
2017 2,325 50,000

$ 98,260 $ 480,000
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- CERTIFIED PUBLIC ACCOUNTANTS

Frrz & HKNIGHT, P.L.C.

NOTE F -

CITY OF THE VILLAGE OF CLARKSTON, MICHI1GAN
NOTES TO FINANCIAL STATEMENTS (CONTINUED}

Juna 30, 2008

Long-Term Debt (continued):

Equipment Contracts:

On April 5, 2004 the City entered into a purchase agreement for a whee! loader for 3108.867. The purchase
is being financed over a five year period. Annual payment of $24,066 including interest is required

beginning November 5, 2004. Interest is being charged at 4%. Schedule of required principal and interest
payments is as follows:

Year ended Annual Annual
June 30, Interest Principal

2009  § ..928 § 23,139

On November 15, 2004 the City entered into a purchase agreement for a man }ift for $45.385. The purchase
ts being financed over a five year peried. Monthly payments of $851.46 including interest are reguired
beginning December 15, 2004. Interest is being charged at 4.75%. Schedule of required principal and
intgrest payments is as fol lows:

Year ended Annual Annua |
June 30, Interest Principal

2009 $ 453 § 9,765
20149 49 4,208

$ 502§ 13,973

Capital Lease Obligations:

On July 14, 2005 the City entered into a lease agreement acquiring a copier in the Gemeral Fund at a
cost of $2,850. The agreement gualifies as a capital lease for accounting purposes and, therefore, has
been recorded at the present value of the future minimum |ease payments as of the inception date on the
Statement of Net Assets. The assets are deprsciated over the useful life. Depreciation of these assets
is included in depreciation expense on the Statement of Activities. The amount of accumuiated
depreciation on property held under capital leases at June 30, 2008 was $1,710. Schedule of required
interest and principal payments is as follows:

Year ended Annual Annual
June 30, Interest Principal

2005 $ 3 87

The annual requirements to amortize all debt outstanding as of June 30, 2008, including interest payments
are as follows:

Year ended Annual Annual
Jung 30,  Interest Principal
2009 $ 173,021 § 267 ,9M
2010 159,547 249 208
2011 149 502 245,000
2012 139,353 245,000
2013 129,034 250,000
2014-2018 458 765 1,365,000
2019-2023 171,297 1,055 000
2024 4.475 175,000

§1,381,094 $3,852,199
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- CERTIFIED PuBLIC ACCOUNTANTS

JrMNZ & KNIGHT. P LG

CITY OF THE VILLAGE OF CLARKSTON, MICHIGAN
NOTES TO FINANCIAL STATEMENTS {CONTINUED)

June 30, 2008

NOTE G - Lease Obligation:

NOTE H -

NOTE | -

NOTE J -

Effective January i, 2006, the City entered into an agreement to lease facilities in Glarkston, Michigan
at a total monthly rental of $2,000.00, exclusive of maintenance and increases in taxes and insurance,
which are also payable by the City as lessee. This is a five year lease set ta expire December 31, 2010.
For the year ended June 30, 2008, the City paid 524,000,

The future minimum rental payments required are as follows:
June 30,  Amount
2008 $24,000

2010 24,000
2011 12,000

Pending Litigation:

Litigation is currently pending against the City involving various issues. The outcome of these cases
cannot be presently determined, however, it is not expected that an adverse decision would exceed

insurance coverage. Accordingly, no provision has been made for any potential liability with regard to
these lawsuits.

The City is exposed to various risks of loss related to property loss, torts, errors and omissions,
employee injuries, as well as medical bernefits provided to employees. The City has purchased commercial
insurance for storage tank and health care. The City participates in the Michigan Municipal Liability
and Property Pool for general, auto, professional, public official, employee dishonesty and errors and
omissions liabilities. The City also participates in the Michigan Municipal Workers Compensation Fund
for workers compensation. The City is uninsured for acts of God and environmental cleanup losses.
Settled claims for the commercial insurance have not exceeded the amount of insurance coverage in any of
the past three fiscal years,

The Michigan Municipal Liability and Property Pool risk poo! program operates as a common risk-sharing
management program for local units of government in Michigan; member premiums ars used to purchase excess
insurance coverage and to pay member claims in excess of deductible amounts.

Building Cogde Enforcement:

Pubiic Act 245 of 1998 requires that fees generated from regulation of the construction code may only be
used for that purpose. Current year revenues and expenditures are as fol lows:

Accumulated revenues over funder) expenditures - July 1, 2007 314,905
Revenue - fees $10,431
Expenditures:
Inspector fees $7,100
Supplies 1,732
Clerical 7,500
Professional fees __ 315
Total expenditures 16,647
Excess of revenuss over (under) expenditures _[6,218)
Accumulated revenues over expenditures - June 30, 2008 $ 8.689

Accumulated revenues over expenditures at June 30, 2008 have been recorded as reserved fund balance.
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- CERTIFIED PUBLIC ACCOUNTANTS

Joamz & MNIGHT, P.L.C.

CITY OF THE VILLAGE OF CLARKSTON, MICHIGAN
NOTES TO FINANCIAL STATEMENTS {CONTINUED)

June 30, 2008

NOTE K - Segment information for Enterprise Fund:

The City maintaing one Enterprise Fund which provides sewsr services. Segment information for the year

ended June 30, 2008 was as follows:

Sewer

Fund
Operating revenue $116, 227
Operating income f{loss) {11,047)
Nonoperating revenue 8,572
Net income {|oss) {2,475)
Land, building, equipment:

Depreciation 29,751

Net working capital 265,978
Total assets 485,580
Tetal equity 458,712

NOTE L - Prior Period Adjustment:

Fund balance/net assets are being restated to include water capital fees collected and hald by
$228,424. These

Independence Township that were not previcusly reported as revenue in the amount of
amounis are restricted for major water capital repairs and improvements.

Genera! Fund:

Fund balance at June 30, 2007, as previously reported $ 130,725

Water capital fees 229,424

Fund balance at June 30, 2007, as adjusted $ 360,148
Governmental Activities:

Net assets at Jume 30, 2007, as previous reported 32,944 495

Mater capital fees 229,424

Net assets at June 30, 2007, as adjusted 53,173,918

-30-
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- ZERTIFIED PUBLIC ACCQUNTANTS

Jamz & KNIGHT, P L.C.

CITY OF THE VILLAGE OF CLARKSTON, MICHIGAN

BUDGETARY COMPARISON SCHEDULE

For the Year Ended June 30, 2008

Revenues:

Taxes:
Current tax. .
Interest and penalty .

Licenses and permits:
Building . . . . . . .
Cable T.¥. franchise .

Federal sources.
Commun ity development block grant.

State sources:
State revenue sharing.
Metro Authority.
Liquor licenses.
Other.

Local sources:
Other .

Charges for services:
Reimbursement of expenses from other funds:

Equipment rentaf - Major and Loca! Road Funds,

Library fees .
Potica charges .

Fines and forfeitures - ordinance fines.

Interest and rents:
Interest earnings.
Rents .

Other:
Contributions. .
Water connection fees,
Miscel laneous.

Total revenues .

GENERAL FUND

Variance with
Amended Budget

original Amended Favorahle
Budget Budget Actua! {Unfavorable)
$ 632 855 k) 618,845 $ 618,846 5 1
1,750 3,500 3,304 (196)
$ 624 705 $ B22 345 3 622,150 b3 (1585)
10,300 10,880 10,776 (104)
10,000 19,000 20,304 1,304
5 20,300 $ 29,880 S 31,080 3 1,200
8,000 7,850 7,850
80, 000 80,000 75,445 [555)
2,500 2,580 2,581 1
1,700 1,655 1,655
228 1,185 364 {821)
$ 84 425 $ 85,420 $ 84,045 $ (1.375)
3 ooz 3,110 2,625 [485)
33,175 33,175
1,500 3,000 1,500
g, 200 14,250 14,072 {178
3 8, 800 $ 15,750 3 50,247 8 34,457
10,500 18,250 20,399 2.145
6,000 8,000 5,928 (72}
3,000 1,425 1,425
3 9,000 8 7.425 $ 7,353 $ (72}
500 79,285 54,028 (25,267)
7.800 v, 800
2,200 18, 358 19,163 804
3 2,700 $ 97,654 § 80,991 s (16,663}
3 F71 532 $ 887,784 $ 806, 840 3 19,056
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- CERTIFIED PugLiC ACCOUNTANTS

damMz B KNIGHT, P L.C.

Expenditures:
General government:
Legislative:
City council:
Council salaries .
Bues |
Other.

Elections:
Fesas
Supplies .
Legal notices.

Aszessing.
Board of review.

Clerk:
Salary .
Other .

Treasurer:
Salary .
Supplies .
Tax rall

City Hall and grounds:
Wages. . . . . .
Cffice supplies.
Suppl ies
Parking lot.
Engineering.
Telephone.
Insurance.
Utilities.

Building maintenance .

Equipment maintenance.
Sidewalk maintenance .
Miscel laneous,

Community development block grant.

BUDGETARY COMPARISON SCHEDULE
GENERAL FUND {CONTEINUED)

For the Year Ended June 30, 2008

CITY OF THE VILLAGE OF CLARKSTON, MICHIGAN

Variance with
Amended Budget

Original Amended Favorahle

Budget Budget Actual {Unfavarable)

s 7,000 3 6,800 [ g, 100 $ 700

2,500 2,600 2,599 1

9,525 &,792 6,789 3

3 18,025 3 16,182 $ 15,488 % 704
1,225 1,575 1,575
550 888 888

350 340 512 (172}

$ 2,125 $ 2,803 3 2,975 $ {172
7,775 7,600 7,600
375 375 375

2,585 3.000 2,986 14

2,000 2,800 2,548 252

3 4,585 3 5,800 8 5,534 5 266

11,900 14,000 12,820 1,180

500 775 764 11

ars 370 367 3

5 12,775 3 15,145 $ 13,951 8 1,184

65 575 70,815 68,681 1,934

4,000 5,500 5,217 283

8,000 12,250 12,976 (728)

3,500 3,000 2,508 494

1,000 6,000 5,752 248

2,000 2,100 1,986 114
13,440 £ 328 5,328

4,250 4,850 4, BY6 54

3,000 500 378 t24

3,100 4 475 4,307 168

2,500 10,000 2,764 7,236

452 1,828 1,468 460

$ 110,817 3 127,646 5 117,257 $ 10,389
8,000 7,850 7.850
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- CERTIFIED PuBllic ACCOUNTANTS

JanzT & KNIGHT, P.L.C.

GCITY OF THE WILLAGE OF CLARKSTON, MICHIGAN

BUDGETARY COMPARI|SCN SCHEDULE
GENERAL FUND (CONT INUED)

Far the Year Ended June 30, 2008

Variance with
Amended Budget

Original Amended Favorable
Budget Budget Actuat {UInfavorable)
Other general services administration activities:
Audit expense. . . . . . . . . . . . . . . . ... ... & 9,750 $ 10,750 3 10,750 $
Legal fees . . . . . . . . L 12,000 13,500 13,950 {450}
Miscellaneous. . . . . . . . . . . . . . .. 25 190 170 20
3 21,775 $ 24,440 $ 24,870 $ {430}
Total general government . . . . . . . . . . . . .. § 187,252 3 207,951 $ 196,000 3 11,851
Public safety:
Police department:
Salaries and wages . . . . . . . . . . . . . . . . .. 148,326 167,589 163,598 3.991
Payroll taxes. . . . . . . . . . . . . . . .. 12,362 14,537 14,733 {196)
Insurance and medical . . . . . . . . . . . . .. 7,012 6,835 6,836 {1}
Supplies . . . . . L L L L L 3,120 3,120 2,664 456
Telephone. . . . . . . . . . . . . . . L 4,850 4,850 4,342 308
Legal feas . . . . . . . . . . . . 0L 6,000 7,000 6,602 398
Vehicle and equipment maintenance. . . . . . . . . . . . 5,800 5,500 3,661 1,839
Gas and oi). . . . . . . ..o oL L L. 8,060 11,500 12,490 {990)
Insurance. . . . . L L L L, 15,170 14,832 14 832
Dispatch . . . . . . L oL, 12,000 7,500 6,132 1,368
Equipment rental . . . . . . . . . . . L. 7.100 10,105 9,497 608
Misceltaneous. . . . . . . . . . . . . . .. . 4,625 4, 500 2,872 1,628
§ 234 285 $ 257,668 $ 248,259 8 9,409
Fire protection. . . . . . . . . . .. . . ... 154,365 150,850 150,844 1
Suilding itnspector . . . . . . . . . . . . . L. . L. 8,500 18, 200 16,847 {447)
Total public safety. . . . . . . . . . . . . . . . . % 387130 § 424 1B $ 415,755 $ 8,963
Public works:
Highway and sireets:
Gas and oil . . _ . . . . . oL 5,000 7,850 7,589 261
Maintenance and repair - vehicles. . . . . . . . . . . . 8,000 8,000 8,228 772
Insurance - wehicles . . . . . . . . . . . . . . . . .. 3,270 2. 42 2,812
$ 16,270 ) 18,762 8 18,729 $ 1,033
Streat lighting. . . . . . . . . . . . . . . . . .. .. 14,500 23,500 11,460 12,040
Refuse coltection. . . . . . . . . . . . . . . . . .. 500 475 475
Tree trimming, tree planting and leaf pickup . . . . . . . 1,350 2,576 2,576
Other public works activities:
Sub-watershed expense. . . . . . . . . . . . . . . 3,000 3,100 3,055 45
DPW special events . . . . . . . . . . . . . . ... 3,500 2,750 2,898 {148}
Telephone. . . . . . . . L 1,000 1,000 913 87
Utilities. . . . . . . . . .. 4,500 5,000 4,774 236
Building supplies. . . . . . . . . . . . . . 1,500 1,818 (318}
Building maintenance . . . . . . . . . . . . . . . . .. 2,000 2,000 1,342 658
3 14,000 3 15,350 $ 14,800 $ 550
Total public works . . . . . . . . . . . . . . . . . 8 46,620 3 61,663 $ 48,040 § 13,623
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CITY OF THE VILLAGE OF CLARKSTON, MICHIGAN

BUDGETARY COMPARISCN SCHEDULE
GENERAL FUND {GONT INUED)

For the Year Ended June 30, 2008

Variance with
Amerded Budget

Original Amended Favorable
Budget Budget Actual {Unfavorable)
Communtty and economic development:
Planning . . . . . . . . . . . . . . . .. ... ... % 8,500 5 4,000 % 2,234 $ 1,766
Recreation and culture:
Contractual services - Library . . . . . . . . . . .. 36,725 35,885 35,885
Other functions:
Lease. . . . . . . . L L L L Lo 24 000 24,000 24,000
Payroll taxes. . . . . . . . . . . . o . ... a,650 11,000 11,178 {178}
Workers compensation insurance . . . . . . . . . . ., . 4 512 4,515 4,512 3
W Youth assistance . . . . . . L L L L L oL 1,000 1,000 1,000
[
z
ﬁ Total other. . . . . . . . . .. . ... % 39,182 5 40,515 % 40.690 $ {175}
z
=) .
¢ Capita) outlay:
b City Hall and grounds. . . . . . . . . . . . .. .. . . 69,083 9,083
L4 Palice equipment . . . . . . . .. 2,825 14, 565 14,566 (1]
y Highways and streets . . . . . . . . ., . . . . .. 4,175 4,175
4
[
é Total capital outlay . . . . . . . . . . . . . . .. 3% 2.825 % B7,823 5 87 .824 3 {1
a
¥  Debt service:
:_: Principal payments . . . . . . . . . . . . . . ..., 34,283 34,283 32,604 1,879
o Interest . . . . . . . 00 L L L a8 2,821 (2,723
Ld
U
. Total debt service . . . . . . . . . . . . . . ... 8§ 34 283 s 34,381 5 35,425 % {1,044}
v
; Total expenditures . . . . . . . . . . . . . . . . . & 750, 487 5 896,936 $ 861,853 $ 35,083
; Excess of revenues over (under) expenditures . . . . § 21,035 $ (9,152 5 44, 987 3 54,138
It} .
éDther financing uses:
@ Transfer to Major Street Fund. . . . . . . . . . . . . . {7.000) {27, 900) (27,400}
~ Transfer to Lecal Street Fund. . . . . . . . . . . . . . . {1,850) {23,800} {23.800)
-4
g
" Total other financing uses . . . . . . . . . . . . % (8.850) s § (51,700} 3 {(51,700)
Excess of revenues over {under) expenditures
and other uses . . . . . . . . . . . ... ... 5 12,1856 g {9.152) % {6,713} s 2,439
Fund balance - July 1, 2007, as adjusted (Note L). . 360,149 360,149 360,149
Fund balance - June 30, 2008 . . . . . . . . . . . . § 372 324 5 350,957 $ 353,436 $ 2,439
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CITY OF THE VILLAGE OF CLARKSTON, MICHIGAN

BUDGETARY COMPARISON SCHEDULE
MAJOR ROAD FUND

For the Year Ended June 30, 2008

Wariance with
Amended Budget

Original Amended Favorable
Budget Budget Actual {(Unfavorable}
Revenues:
State source . . . . . . . . . . . . .. L. .. ... . % 41,000 3 41,000 $ 40,267 3 {733)
Interest . . . . . . L 0 L Lo L oL L oL 700 700 2,103 1,403
Total revenues . . . . . . . . . . .. .. ... ... & 41,700 3 41,700 3 42,370 3 870
Expenditures:
w o Salaries . . . . . . L L Lo oL 23,000 23,000 33,285 {10,285)
T Payrolf taxes. . . . . . . . 1,760 1,760 2,546 (786)
g dnsuramce. .. L L L L 2,585 2,585 2,470 115
g Tools. . . . L Lo 2,000 2,000 498 1,504
8 Supplies . . . . . . . .. o L L Lo Lo 3,000 3,000 2,856 144
g Traffie services . . . . . . . . . . ... 0L 2,500 2,500 2,262 238
< Eguipment rental . . . . . . . . . . . . . . .. 8,956 {8,956)
g Winter maintenance . . . . . . . . . L L . L 0L 3,000 3,000 17,412 {14,412}
w Miscellaneous. . . . . . . . . L. L L 3,250 3,250 3,250
>
o
o Total expenditures . . . . . . . . . . . . . . . ... &% 41,085 $ 41,085 $ 70,283 3 (29,188)
w
m
F Excess of revenues over (under) expenditures . . . . . % 605 3 605 §  (27,913) §% {28,518)
x
u
U Other financing sources (uses):
' Operating transfers in . . . . . . . . . . . . . .. 7.000 7.000 27,800 20,900
3 Operating transfer out . . . . . . . . . . . . . . . ... (7,500} (7,500} 7,500
o
" Total other financing sources {uses} . . . . . . . . . § (500} $ {500) % 27,900 3 28,400
T
4]
z Excess of revenues and other sources over {(under)
X expenditures and other uwses. . . . . . . . . . . . . & 108 $ 105 $ 12y % {118}
&
; Fund balance - July 1, 2007. . . . . . . . . . . . . . . .. 41 41 41
<
" Fund balance - June 80, 2008 . . . . . . . . . . . ... ... § 146§ 146 8 28§ (118)
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- CERTIFIED PUBLIC ACCOUNTANTS

JAaMZ & KNIGHT, P.L.C.

CITY OF THE WILLAGE OF CLARKSTON, MiCHIGAN

BUDGETARY COMPARISON SCHEDULE
LOCAL ROAD FUND

For the Year Ended June 30, 2008

Variance with
Amended Budget

Original Amended Favorable
Budget Budget Actual {Unfavorable}
Revenues !
State sources. . . . . . . . . . L. . ..o, 8 14,500 $ 14,500 3 14,347 $ {153}
Interest . . . . . . . L L Lo 200 200 749 549
Tatal revenues . . . . . . . . . . . . . . . . ... .8 14,700 $ 14,700 $ 15,096 § 396
Expenditures:
Salaries . . . . . . . . . oo 13,000 13,000 17,924 {4,924}
Payroll taxes. . . . . . . . . . . . . . . . . . . L. 995 0485 1,371 {376)
FRSUFARCE. . . . . . o o e e e e e e e 1,390 1,380 1,330 G0
Tools and miscel baneous. . . . . . . . . . . . .. ... 1,000 i,000 266 734
Supplies . . . . . . L L oo e 2,000 2,000 1,568 432
Traffic service. . . . . . . . . . ... 1,500 1,500 1,218 282
Equipment rental . . . . . . . . . L ... 0L 3,715 {3,715)
Winter maintenance . . . . . . . L . . L oo o o 2,500 2,500 11,482 {8,982)
Miscellaneous. . . . . . . . . . . . . o . ... oL 1,750 1,750 1,750
Total expenditures . . . . . . . . . . . . . ... .. % 24 135 5 24,138 5 38,874 $ {14,738)
Excess of revenues over {under) expenditures . . . . . § {9,435) % {9,435} 5 (23,778) 3 {14,343)
Other financing sources:
Operating transfers in . . . . . . . . . . . . .. ... 9,500 9,500 23,800 14,300
Excess of revenues and other sources over
{under) expenditures . . . . . . . . . . . . . ... & B85 % 55 3 22 $ {43}
Fund batance - July 1, 2007 . . . . . . . . . . . .. o oL 9 9 9
Fund balance - June 30, 2008 . . . . . . . . . . . . .. . ... % 74 $ 74 8 3 b {43)
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- CERTIFIED PuBLIC ACCOUNTANTS

Janz & KNIGHT, P L.C.

CITY OF THE VILLAGE OF CLARKSTCN, MICHIGAN

COMBINING BALANCE SHEET
NON-MAJOR GOVERNMENTAL FUNDS

Jupe 30, 2008

Total
Special Debt Capital Hon-Major
Revenue Service Project Governmental
Funds Funds Funds Funds
ASSETS
Cash and cash eguivalents. . . . . . . . . . . .. ... % 20,738 8 42,833 $ 12,628 $ 76,199
Total assets . . . . . . . . . . . . . . ... % 20,738 3 42,833 $ 12,628 $ 76,199
LIABILITIES AND FUND BALANCES
Liabilities:
Due to other funds . . . . . . . . . . . . .. .. .. % % 5 12,628 g i2,628
Fund balances:
Reserved for:
Debt service . . . . . . . . . . . . L L0 42 833 42 833
Unreserved . . . . . L L 20,738 20,738
Total fund balances. . . . . . . . . . . . .. § 20,738 $ 42,833 kS 5 83,571
Total liabilities and fund balances. . . . . . & 20,738 $ 42,833 3 12,628 3 76,199
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- CERTIFIED PuBLIC ACCOUNTANTS

JanZ & KNIGRT. P.L.C.

CITY OF THE VILLAGE OF CLARKSTON, MICHIGAN

COMB INING BALANCE SHEET
NON-MAJOR GOVERNMENTAL FUNDS
SPECIAL REVENUE FUNDS
June 30, 2008

Mill Pond
Lake
improvement
Board Total
ASSETS
Cash and cash equivalents . . . . . . . . . . . . . . . . . . .. . ... ... .. ... & 20,738 $ 20,738
LIABILITIES AND FUND BALANCES
Fund balances - unreserved. . . . . . . . . - . . . . . . . . . ... 5 20,738 $ 20,738
Total liakitities and fund balances . . . . . . . . . . . . . . . . . . . . ... & 20,738 ] 20,738
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- CERTIFIED PuBLIC ACCOGUNTANTS

JIamMZ & KNIGHT. P.L.C.

CITY OF THE VILLAGE OF CLARKSTON, MICHIGAN

ASSETS
Cash and cash eguivalents .

Total assets.

LIABILITIES AND FUND BALANCES

Fund balances:
Reserved for debt service .

Total liabilities and fund balances .

COMBINING BALAMCE SHEET
NON-MAJOR GOVERNMENTAL FUNDS
DEBT SERVICE FUNDS
June 30, 2008

20024 GO 20028 GO 20020 GO
Bebt Deht Debt Debi
Service Retirement Retirement Retirement
Fund Fund Fund Fund Total
5 17,431 5 12,350 $ 11,825 i 1,227 42,833
$ 17,431 $ 12,350 3 11,825 3 1,227 42 833
$ 17,431 3 12,350 $ 11,825 % 1,227 42 833
$ 17,431 3 12,350 $ 11,825 § 1,227 42,833
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Total assets.

Liabilities:
Due to other funds.

- CERTIFIED PUEBLIC ACCOUNTANTS

Janz & KMIGHT, P.LC.

Cash and cash equivalents .

Fund batances - unreserved,

CITY OF THE VILLAGE OF CLARKSTON, MICHIGAN
COMBINING BALANCE SHEET
NOM-MAJOR GOVERNMENTAL FUNDS

CAPITAL PROJECT FUNDS
June 30, 2008

ASSETS

LIABILITIES AND FUND BALANCES

Total liabilities and fund balances .
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2003 Speciat
Assessment
Construction
Fund Total
$ i2 628 12 628
$ 12,628 12,628
3 12,628 12,628
§ 12,628 12,628




- CERTIFIED PUuBLIC ACCOUNTANTS

Jdamz & KNIGHT. P L.C.

CITY OF THE VILLAGE OF CLARKSTON, MWICHIGAN

COMB INING STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES

NON-WAJOR GOVERNMENTAL FUNDS

For the Year Ended June 30, 2008

Total
Special Debt Capital Non-Ma jor
Revenue Service Project Governmental
Funds Funds Funds Funds
Revenues:
Taxes. 3 $ 224 124 § 224,124
Interest Lo 6849 1,730 825 3.204
Other - special assessmept . 11,8256 i1,826
Total revenues . $ 12,475 3 225 854 825 § 239,154
Expenditures:
Current:
Public works . 13,813 26,547 40,360
Debt service:
Principal payments . . . . . 85,000 85,000
Interest and fiscal charges. 117,805 117,605
Refunding bond issuance cost . 50,993 50,893
Total expenditures . $ 13,813 $ 263,598 26,547 $ 303,958
Excess of revennes over (under) expenditures . . § {1,338) $ {37,744} {25,722) g {64, 804)
Other financing sources (uses):
Refunding bonds issued . L 730,000 730,000
Payment to refunded bond escrow agent. (B75,000) (675,000)
Operating transfer out . {12,628} {12, 628)
Total other financing sources fuses) . . . . . . $ 3 55,000 {12,628) 3 42,372
Excess of revenues and other sources over
{under} expenditures and other uses. . . . . . § {1,338) $ 17,256 [38,350) 3 (22,432}
Fund balance - July 1, 2007. 22,076 25,577 38, 350 56,003
Fund balance - June 30, 2008 . $ 20,738 b 42,833 3 63,571
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- CERTIFIED PUBLIC ACCOUNTANTS

ANz & KNiGHT. P.L.C.

CITY OF THE VILLAGE OF CLARKSTON, M!CHIGAN
COMBINING STATEHENT OF REVENUES, EXPENDITURES, AND CHANGES N FUND BALANCES
MON-MAJOR GOVERNMENTAL FUNDS
SPECIAL REVENUE FUNDS

For the Year Ended June 30, 2008

Mill Pond
Lake
tmprovement
Board Total
Revenues;
Interest. . . . . . . . . . . . L. s A4g 649
Other - special assessment. . . . . . . . . . . . L L L, 11,826 11,826
Total revenues. . . . . . . . . . . . . . . . . . ..., .... 35 12,475 12,475
Expenditures:
Current:
Pubiic works. . . . . L 0 0oL L, 13,813 13,813
Total expenditures. . . . . . . . . . . . .. . ... . . . .. .. .. ... s 13.813 13,813
Excess of revenues over {under) expenditures. . . . . . . . . . . . . .. . . .. & {1,338) (1,338)
Fund balance - July 1, 2007 . . . . . . . . L Lo 22,076 22,076
Fund balance - June 30, 2008. . . . . . . . . . . . . .. ... ... ... .. 5 20,738 20,738

- 42 -



- CErRTIFIED PUBLIC ACCOUNTANTS

Jamnz & KNIGHT, P.L.C.

CITY OF THE VILLAGE OF CLARKSTOW, MICHIGAN

COMB INING STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUMND BALAWCES
NON-MAJOR GOVERNMEWTAL FUNDS
DEBT SERVICE FUNDS

For the Year Ended June 30, 2008

2002A GO 20028 GO 20020 GO
Debt Debt Pebt Debt
Service Retirement Retirement Retirement
Fund Fund Fund Fund Total
Revenues:
Taxes . . . . . . . . . . . ... ... 8 57,481 s 77,762 & 74,979 3 13,892 § 224,124
Interest and penalties. . . . . . . . . . . . . . 655 506 479 90 1,730
Total revenues. . . . . . . . . . . . . _ % 58,146 $ 78,268 5 75,458 3 13,982 & 225 854
Expenditures.
Debt service:
Principal payments. . . . . . . . . . . . . . . 30,000 30,000 30,000 5,000 85, Q00
Interest and fiscal charges . . . . . . . . . . 24,607 43,630 41,000 8, 468 17,805
Refunding bond issuance cost. . . . . . . . . . 50,993 50,993
Total expenditures. . . . . . . . . . . . % 105500 5 73,630 3 71,000 3 13,468 $ 263,588
Excess of revenues over
{under} expenditures. . . . . . . . . . & (47,354} § 4,638 $ 4,458 $ 514 5 {37.744)
Other financing sources {uses):
Refunding bonds issued. . . . . . . . . . . . . . 730,040 730,000
Payment to refunded bond escrow agent . . . . . . (675, 000) (675,000)
Total other financing sources (uses). . . 3 55,000 $ 55,000
Excess of revenues and other sources over
{under) expenditures and other uses . . $ 7,648 $ 4,638 $ 4,458 8 514 $ 17,256
Fund balance - July 1, 2007 . . . . . . . . . . .. 9,785 7.712 7,367 713 25,577
fund balance - Jume 30, 2008, . . . . . . . . . . . & 17,43 5 12,350 $ 11,825 $ 1,227 $ 42,833
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- CERTIFIED PuBiLic ACCAOUNTANTS

damMz B MNisHT, P LC.

CITY OF THE VILLAGE OF CLARKSTON, MICHIGAN
COMB INING STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES
MON-MAJOR GOVERNMENTAL FUMDS
CAP|TAL PROJECT FUND3

For the Year Ended June 30, 2008

2003 Specia!
Assessment
Construction
Fund Total
Revenues :
Interest. . . . . . . . . . oo e s s 825 s B25
Total revenues. . . . . . . . . . . . . . . . . ... ... 8 825 $ 825
Expenditures:
Current:
Pubtbic works. . . . L L 26,547 26,547
Excess of revenues over (under) expenditures. . . . . . . . . . . . . . . .. .. § {25,722) 3 (25,722)
Other financing sources ([uses):
Operating transfer out. . . . . . . . . L L L {12,628) {(12,628)
Tatal other financing sources fuses). . . . . . . . . . . . . . . . .. ... .. & {12,628) 5 {12,628}
Excess of ravenues and other sources over (under)
expenditures and other uses . . . . . . . . . . . . . . . ... ... ... .. 5 {38 ,350) 3 {38,350)
Fund balance — July 1, 2007 . . . . . . . . L L 38, 350 38 350
Fund balance - Jupne 30, 2008. . . . . . . . . . . . . . . . . . .. ... .. ..., & 5
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October 2%, 2008

City Council and Management

City of the Village of Clarkston
375 Depot Road

Clarkston, Michigan 48346-1418

Dear City Council:

in planning and performing our audit of the financial statements of the
governmental activities, the business-type activities, each major fund, and the aggregate
remaining fund information of the City of the Village of Clarkston as of and for the year
ended June 30, 2008, in accordance with auditing standards generally accepted in the
United States of America, we considered the City of the Viliage of Clarkston's internal
control over financial reporting (internal control) as a basis for designing our auditing
procedures for the purpose of expressing our opinions on the financial statements, but
not for the purpose of expressing an opinion on the effectiveness of the City's internal

control. Accordingly, we do not express an opinion on the effectiveness of the City's
internal control.

Qur consideration of internal control was for the limited purpose described in
the preceding paragraph and would not necessarily identify all deficiencies in internal
control that might be significant deficiencies or material weaknesses. In addition,
because of inherent limitations in internal contrel, including the possibility of
management override of controls, misstatements due to error or fraud may occur and not be
detected by such controls. However, as discussed below, we identified certain
deficiencies in internal control that we consider to be significant deficiencies and
other deficiencies that we consider to be material weaknesses.

A contrel deficiency exists when the design or operation of a contro! does not
allow management or employees, in the normal course of performing their assigned
functions, to prevent or detect misstatements on a timely basis. A significant deficiency
is a control deficiency, or a combination of control deficiencies, that adversely affects
the entity's ability to initiate, authorize, record, process, or report financial data
reliably in accordance with generally accepted accounting principles such that there is
more than a remote likelihood that a misstatement of the entity's financial statements
that is more than inconsequential will not be prevented or detected by the entity's
internal control. We consider the following deficiencies to be significant deficiencies
in internal control.

The adoption of the Michigan Uniform Local Budgeting Act (Act No. 621, Public
Acts of 1978), has made it mandatory that balanced budgets be adopted and that those
budgets be amended before expenditures exceed the budgeted amounts. We noted that the
budget was amended during the fiscal year in an attempt to comply with the budget
requirements. As previously noted, despite the amendments, expenditures exceeded budgeted
amounts in various activities. Listed below are the significant budget overruns:



City Council and Management October 29, 2008

City of the Village of Clarkston Page Two

Budget Actual Budget
___Fund Activity Appropriation Expenditure Variance
General Operating transfers out § $ 51,700 $ 51,700
Ma jor Road Equipment rental 23,000 33,285 10,285
Major Road Winter maintenance 8,956 8,956
Major Road Salaries 3,000 17,412 14,412
Local Road S8alaries 13,000 17,924 4,924
Local Road Equipment rental 3,715 3,715
Local Road Winter maintenance 2,500 11,482 8,982

The City does not adopt a budget for Mitl Pond Lake Improvement Board. The
City collects the special assessment and pays the bhill!s authorized by the lake hoard.
Since the City does not initiate the expenditures they have not adopted a budget.

Because of the limited office personnel many internal controls are impractical
due to the lack of segregation of duties. It is our recommendation that the City Council
continuousty monitor internal controils and implement as many controls possible to offset
risks regarding coliections, disbursements, and recording of accounting transactions.
According to the Michigan Department of Treasury the Council must be provided a Revenue
and Expenditures by Fund-Budget and Actual report monthly. It is also recommended to
produce a monthiy summary of cash activity by fund and a summary report of cash activity
by bank account. These reports wili assist the Council in determining whether the
financial activity of the various funds is within the adopted budgets, the sufficiency of
the cash balances to meet the needs of the current period, and whether there is
sufficient cash available to cover unforeseen expenditures.

A significant amount of journal entries were needed to fairly present the
financial statements. The following material misstatements detected as a resuli of audit
procedures were corrected by management.

1. Correcting beginning of year fund balance for the General Fund pertaining to
the use of reserved fund balances.

2. Adjustment to record equipment rental between General Fund and Major/Local
Road Funds.

3. Adjustment to record necessary transfer from the General Fund to subsidize the
Major/Local Road Funds,

4. Adjust amount due from State for State Shared Revenue.
5. Record payables and expenses in the Sewer Fund.

A material weakness is a significant deficiency, or a combination of
significant deficiencies, that results in more than a remote |ikelihood that material
misstatement of the financial statements will not be prevented or detected by the
entity's internal control. We did not identify any deficiencies which constitute a
material weakness,
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Additionally, we offer the following general comments and recommendations;

Previous Comments:

1.

To improve the internal control of wire transfers we recommend that two
signatures be required just as it is on a check. This should be for transfers
between funds and those to outside parties. Besides this contrel, an outside
verification should be received by the bank. To assist in this verification,
we recommend that all bank accounts be setup for on-line access. Additional
banking controls have been discussed privately with the Clerk.

Due to the impiementation of GASB 40 - Deposit and Investment Risk
Disclosure, we recommend that the City's investment policy be updated. GASB
40 addresses issues such as credit risk, concentration risk, and interest
rate risk.

It is recommended that ail new financial institutions and accounts (checking,
savings, CD) be approved by the City Council. It is also general ly
recommended that authorized check signers be approved annual ly by the City
Counci |,

Due to the lack of segregation of duties it is recommended that the City
produce a procedures manual on office/accounting operations in the event the
City's key employee is not available. During the creation of this manual it
is recommended that the City identify and address any areas they feel the
City is at risk.

Due to the lack of segregation of duties the Clerk has access to all aspects
of cash. We recommend that all bank statements be opened and inspected by the
City Manager. Generally, we would recommend that this independent individual
also perform the bank reconciliations but realize this may not bhe feasible.
At a minimum the bank reconciliations should be reviewed upon completion by
the City Manager.

This communication is intended solely for the information and use of the City

Council and Management, and others within the City, and not intended to be and should not
be used by anyone other than these specified parties.

J&K/srz

Very truly yours,

Py tlegt, Pic

Certified Public Accountants




